
S T A T E   O F   M I C H I G A N 
 

BEFORE THE MICHIGAN PUBLIC SERVICE COMMISSION 
 

* * * * * 
 

In the matter of the application of ) 
NORTHERN STATES POWER COMPANY,   ) 
a Wisconsin corporation and wholly owned subsidiary ) Case No. U-18140 
of Xcel Energy Inc., for authority to increase natural ) 
gas rates, and for other related relief. ) 
                                                                                         ) 
 
 
 At the March 28, 2017 meeting of the Michigan Public Service Commission in Lansing, 

Michigan. 

 
PRESENT: Hon. Sally A. Talberg, Chairman 

         Hon. Norman J. Saari, Commissioner  
Hon. Rachael A. Eubanks, Commissioner 

 
ORDER APPROVING SETTLEMENT AGREEMENT 

 
 On October 10, 2016, Northern States Power Company, a Wisconsin corporation and wholly 

owned subsidiary of Xcel Energy Inc. (NSP-W), filed an application, with supporting testimony 

and exhibits, requesting, among other things, authority to increase its Michigan rates for the 

distribution of natural gas in the annual amount of $346,762, and authority to increase its 

Michigan rates to implement an infrastructure cost recovery mechanism (ICRM) rider to recover 

capital costs related to the company’s Distribution Integrity Management Plan (DIMP) 

main/pipeline and service replacement program.   

A prehearing conference was held on November 16, 2016, before Administrative Law Judge 

Sharon L. Feldman.  NSP-W and the Commission Staff (Staff) participated in the proceeding.  

Subsequently, the parties submitted a settlement agreement resolving all issues in the case. 
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According to the terms of the settlement agreement, attached as Attachment 1, the parties 

agree, based on a 2017 test year, that NSP-W should be authorized to increase its Michigan retail 

natural gas rates as follows:   

1. Natural gas rates shall be increased in the annual amount of $266,000 or 5.0% 

in 2017, effective on and after the date specified in the order approving the 

settlement agreement, and NSP-W should be authorized to revise its tariff, as 

reflected in Attachment A to the settlement agreement on that date; 

2. Natural gas rates shall be increased in the annual amount of $140,000 or 2.5%, 

effective on and after January 1, 2018, and NSP-W should be authorized to 

revise its tariff, as reflected in Attachment B to the settlement agreement on that 

date; 

3. Natural gas rates shall be increased in the annual amount of $143,000 or 2.5%, 

effective on and after January 1, 2019, and NSP-W should be authorized to 

revise its tariff, as reflected in Attachment C to the settlement agreement on that 

date. 

The parties agree that the rate increases reflect the depreciation rates approved by the 

Commission in its December 20, 2016 order in Case No. U-18185.  The parties also agree that the 

authorized overall rate of return is based on an annual average permanent capital common equity 

of 52.56% which includes the impact of short-term debt.  The parties further agree that the 

authorized return on equity (ROE) should be set at 10%, which results in an overall rate of return 

of 6.01%.   

Additionally, the parties agree that, NSP-W will spend at least $700,000 annually (Target 

Spend) in its Michigan jurisdiction on DIMP-related mains, services, and riser replacements 



Page 3 
U-18140 

beginning in 2018, and continuing through 2019.  NSP-W also agrees to annually file with the 

Commission in Case No. U-18140, its DIMP work plan for the applicable calendar year no later 

than February 28 of said year (with the first DIMP plan due February 28, 2018).  The DIMP 

planning report requirements are outlined in Attachment D to the settlement agreement.  NSP-W 

further agrees to file, no later than 3 months following the end of the DIMP calendar year plan, a 

report on the work completed and on the company’s actual annual DIMP expenses reconciled to 

the Target Spend.  The DIMP performance report requirements are also outlined in Attachment D.  

NSP-W’s first report will be due no later than March 31, 2019.  If, following an audit of the 

reconciliation, it is determined that NSP-W’s spend is less than $630,000 (Underspent Amount), 

NSP-W agrees to refund that Underspent Amount to its Michigan gas customers by rolling 

forward the Underspent Amount for the prior period into the company’s Target Spend for the next 

calendar year to arrive at a new total Target Spend for that period.  Moreover, it is agreed that 

Staff’s audit shall be completed within 90 days of the company’s reconciliation filing, with the 

company-filed reconciled amount considered final on and after the 91st day, unless the Staff files 

an alternative audited underspent amount within the 90 day time period.  If the Staff makes an 

alternative filing, it is agreed that the matter may proceed on a contested case basis at the election 

of either the company or the Staff. 

Moreover, the parties agree that NSP-W’s residential fixed monthly customer charge will be 

increased to $11.00 as reflected on Attachments A-C to the settlement agreement.   

Finally, the parties agree that, with the exception of the step increases for 2018 and 2019, 

NSP-W will not increase its Michigan natural gas base rates prior to January 1, 2020.  However, it 

is understood that it is permissible for NSP-W to file a natural gas rate case during the moratorium 

so as to allow new rates to become effective beginning January 1, 2020.  The settlement agreement 
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also provides that the moratorium does not prevent NSP-W from seeking a base rate increase 

should any of the following occur: 

1) There is an incident in NSP-W’s Michigan service territory related to natural gas 

infrastructure failure; 

2) There is a significant increase in leak survey results in the natural gas infrastructure 

in NSP-W’s Michigan service territory; 

3) There is a change to legislation or regulations, at either the federal or state (Michigan or 

Wisconsin) level, that increases the cost of providing natural gas service; and/or 

4) If NSP-W’s Michigan natural gas operations experience a weather-normalized ROE of less 

than 5%. 

After review of the settlement agreement, the Commission finds that its terms are reasonable 

and in the public interest, and that this settlement agreement should be approved. 

THEREFORE, IT IS ORDERED that: 

A.   The settlement agreement, attached as Attachment 1, is approved.   

B.   Northern States Power Company is authorized to increase its Michigan retail gas rates as 

follows:   

1) Effective for service rendered not sooner than the first billing month 

immediately following the date of this order, Northern States Power Company 

is authorized to increase its natural gas rates for the sale of natural gas and 

related services in accordance with the settlement agreement attached as 

Attachment 1;  

2) Natural gas rates shall be increased in the annual amount of $140,000 or 2.5%, 

effective on and after January 1, 2018, and Northern States Power Company is 
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authorized to revise its tariff, as reflected in Attachment B to the settlement 

agreement; and 

3) Natural gas rates shall be increased in the annual amount of $143,000 or 2.5%, 

effective on and after January 1, 2019, and Northern States Power Company is 

authorized to revise its tariff, as reflected in Attachment C to the settlement 

agreement. 

C. Northern States Power Company shall spend at least $700,000 annually in its Michigan 

jurisdiction on its Distribution Integrity Management Program beginning in 2018 and continuing 

through 2019, consistent with the reporting and refund conditions set forth in the settlement 

agreement.   

D. Within 30 days of the date of this order, Northern States Power Company shall file with 

the Commission tariff sheets substantially similar to those contained in Attachment A to the 

settlement agreement.  Subsequently, 30 days prior to January 1 of 2018 and 2019, Northern States 

Power Company shall file with the Commission tariff sheets similar to those contained in 

Attachments B and C, respectively. 

The Commission reserves jurisdiction and may issue further orders as necessary. 



Page 6 
U-18140 

Any party desiring to appeal this order must do so in the appropriate court within 30 days after 

issuance and notice of this order, pursuant to MCL 462.26.  To comply with the Michigan Rules of 

Court’s requirement to notify the Commission of an appeal, appellants shall send required notices 

to both the Commission’s Executive Secretary and to the Commission’s Legal Counsel.  

Electronic notifications should be sent to the Executive Secretary at mpscedockets@michigan.gov 

and to the Michigan Department of the Attorney General – Public Service Division at 

pungp1@michigan.gov.  In lieu of electronic submissions, paper copies of such notifications may 

be sent to the Executive Secretary and the Attorney General – Public Service Division at 7109 

W. Saginaw Hwy., Lansing, MI 48917. 

MICHIGAN PUBLIC SERVICE COMMISSION   
                                                                          
 
                                                                                      

________________________________________                                                                          
               Sally A. Talberg, Chairman    
 
          
 

 ________________________________________                                                                          
               Norman J. Saari, Commissioner 
  
 
 

________________________________________                                                                          
               Rachael A. Eubanks, Commissioner  
  
By its action of March 28, 2017. 
 
 
 
________________________________                                                                 
Kavita Kale, Executive Secretary 



ATTACHMENT 1
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